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Introduction
Can firms time the market? Recent literature shows ambiguous results when it comes to the firms' ability to time the market through own stock transactions.
While some authors defend that firms have market timing abilities (see, for example, Stephens and Weishbach (1998) ; Ikenberry, Lakonishok and Vermaelen (1995) ; Vermaelen and Ikenberry (1996) ; Chan, Ikenberry and Lee (2004) and Bonaimé and Ryngaert (2013) , others are not so keen of its presence while trading own stock; Huang, Liano, and Manakyan (2013) .
Although the subject of taking advantage of information asymmetries for market timing through own stock transactions is object of very relevant studies such as Lakonishok and Vermaelen (1990) , Clark and Miller (2004) , Niessner (2014) , and Dittmar and Field (2015) , where some of these authors even targeted insider trading 1 particularities also important to the repurchase literature, there is no real example of a study focusing on both repurchase and resell operations at the same time for the same firms. Thus, in this work, we try to cover this lack in results. This paper contributes to the literature on own stock transactions and market timing, in several ways. First, we study both the repurchasing activity as well as the reselling activity of the same set of firms. Second, we extend the relative transaction price approach of Dittmar and Field (2015) to the daily frequency to avoid smoothing the data within the month. Third, we study the impact of the trading market that firms choose to trade (open market or over-the-counter), the impact of a significant economic event (the country bailout) and the impact of the trading frequency. Fourth, we study the existence of seasonality in the market timing performance. Fifth, we study a small European market, Portugal, a relatively overlooked market in relevant literature.
Why do firms trade own stock? There are several research pieces focusing not only on the profitability of own stock trading, but also on justifying what lead firms to trade own stock.
However, the related literature provides us with three main motivations for trading: the insider trading option model (Vermaelen and Ikenberry, 1996) , the free-cash-flow hypothesis (Jensen, 1986) , and the market-signaling hypothesis (Vermaelen, 1981) .
Concerning the insider trading model (also called mispricing theory in the related literature, see Vermaelen and Ikenberry, 1996) the information is the key aspect. With privileged information, insiders can buy stock that is undervalued by not having reflected all the information. When this happens, the announcement period return is the option value of taking advantage from the uninformed outsiders. This concept is applicable to firms themselves.
The second main motivation for repurchasing, the free-cash-flow hypothesis (Jensen, 1986) , suggests that repurchasing stock may increase the market value of the firm by decreasing free-cash-flow. Nonetheless, there is also disagreement among researchers. Contrarily to Jensen (1986) , which was supported by Stephens and Weisbach (1998) , other authors do not share the same opinion. When studying repurchase transactions via fixed price offers, Hower, He and Kao (1992) find that the market response to repurchases does not show major differences between firms both overinvesting and value-maximizing.
Finally, the third main motivation for repurchasing, the signalling hypothesis, shows that firms may use repurchases to signal positive information to the market. Vermaelen, (1981) shows that firms tend to offer a premium when repurchasing stock mainly to signal positive information. Consequently, the market uses that premium, as a signal for pricing the stock. This motivation is also defended by Comment and Jarrell, 1991 , which add that the stock price increase coming from repurchases is even greater when insider wealth is at risk, and by Stephens and Weisbach (1998) which show that the repurchase activity of firms is negatively correlated with the previous performance of its stock. However, repurchasing own stock also increases the amount of risk on which the firm is involved, due to the simple fact that there is a higher exposure of the firms to the financial markets. Thus, because the risk exposure is higher, firms also want to keep positively signalling the market (Mcnally, 1999) .
Along with these three main motivations, there some authors defending other advantages of repurchasing. The literature shows that by repurchasing firms are able to increase their leverage ratios (Opler and Tit-man (1996) and Dittmar (2000) ), as well as to fend for takeovers and to dilute the effects of stock options (Bagwell (1991) and Dittmar (2000) ). More, Jolls (1996) , Fenn and Liang (1997), and Dittmar (2000) also defend that by repurchasing stock, firms are also diminishing the effects of the employees' stock options.
Although most of the related literature shows results in favour market timing capabilities when trading own stock, there are also some results that do not present such linearity.
Supporting the market timing hypothesis by showing positive results associated with trading own stock, Ikenberry, Lakonishok and Vermaelen (1995) analysed the long run performance of the stock prices of firms following market repurchase announcements. The authors found that the average abnormal return associated to a four-year buy and hold position was 12.1%. More specifically, the authors also pointed out undervaluation as the main motive for "value" stocks repurchase where the abnormal performance reached 45.3%. However, "glamour" stocks did not show any abnormal returns directly associated.
Focusing on the same subject, Stephens and Weishbach (1998) measured abnormal returns and found that share repurchases are related to prior stock performance, and that it suggests that firms increase their repurchasing activity based on the undervaluation degree of the stock.
Later on, and complementing their previous work, Ikenberry, Lakonishok and Vermaelen (2000) contributed to the literature by focusing outside the US. Thus, using a sample on Canadian firms, and accounting for the fact that Canadian lays require a monthly basis disclosure of the repurchase operations, they use a Fama-French threefactor model and find that firm's managers are sensitive to mispricing. Thus, repurchase activity is higher when undervaluation is present. They also find that, whenever prices fall (rise) impacts directly on the repurchase activity of managers.
In the same year, Chan Ikenberry and Lee (2004) also used the market reaction to earnings and the long-term returns to study the initial market reaction and reaction completion of the repurchasing activity. In their study, they firstly found abnormal returns linked to larger programs and more significant when firms repurchase in the year after the respective repurchase announcement.
On a more transversal note, Bonaimé and Ryngaert (2013) studied that sometimes, both insider trading and repurchasing work together. When using a sample of crossed operations, and by means of multinomial logit modelling and abnormal returns, they found that the insider trading frequency is linked to higher repurchasing activity. Also, repurchases made when insiders are selling are commonly used to support the stock price. But more, the authors find that there are abnormal returns associated with firms repurchasing when there is net insider buying. This happens on the first quarter after the repurchase operation and for the three years after the event.
More recently, Dittmar and Field (2015) studied the repurchasing activity in the United States using monthly data. They show that firms are in fact able to time the market. However, the ability to take advantage of timing strategies seems to diminish with the frequency of the repurchases. Moreover, making the bridge with insider trading, firms repurchasing in months with higher insider trading activity also buy at a significantly lower price. However, there are also different results. As an example of an alternative justification for firms' performance while trading own stock, and in a way disfavouring the market timing hypothesis, Huang, Liano and Manakyan (2013) defend that abnormal returns are, in fact, due to undervaluation by the market and not due to positive information when announcing repurchases. They also state that firms repurchasing own stock do not tend to outperform other traders in the long run. Furthermore, these researchers also contribute by showing that there is a different interpretation of the signal from investors from different market industries, both in the short and long run reactions. Meaning that repurchasing own stock may not have the same impact on investors from different industries.
Following Dittmar and Field (2015) , this paper uses relative prices to ascertain market timing. In relation to the typical approach 2 of using long-term returns, the use of relative prices as two main advantages. First, it allows to compare the firm's trading performance directly with other traders' performances. This while trading the same stock. Second, by using different benchmark periods, one can study the firms forecasting ability when it comes to its own stock price, as well as study how do firm comply while analysing its own past performance in order to decide its future transactions.
We use daily data to establish the event-date and the benchmark windows (with different lengths). This extension to the monthly approach of Dittmar and Field (2015) is designed to capture dissimilar trading activity within the month, and because calendar stock return effects can mitigate market timing due to excessive smoothing over the month. In an ever-growing speed of the financial markets and its transactions, monthly intervals may be missing too much information. This paper focus on the Portuguese market, and uses a newly created dataset comprising 37997 own stock transactions from 2005 to 2015 of Euronext Lisbon listed companies. Our main results can be summarized as follows.
First, on the aggregate, firms show market timing capabilities when it comes to repurchasing own stock, at all benchmark periods (quarterly, monthly and weekly). The strongest result is find for the quarterly benchmark (the longest period) with a median relative transaction price of -0.0121296. However, while reselling, firms we only have evidence of market timing skills at the monthly and quarter benchmark periods. Also, firms proved to have the capacity to anticipate market moves, but only when repurchasing and for the shortest benchmark window (weekly).
Second, focusing on the subsampling studies, we show that firms could time the market both when repurchasing and reselling depending on the market. While repurchasing we find evidence of market timing capabilities on both open market and over the counter transactions. While reselling, evidence of market timing is find only on open market transactions. In both cases trading on the open market proved more favourable to firms. Once again, the best results are find on the quarterly median (RTP of -0.0123579 and 0.0044337 for repurchases and resells respectively). Regarding the bailout subsamples, results suggest that the bailout also influence the timing skills of firms. Results show that after the 1 st of April 2011 firms obtained better results while both repurchasing and reselling own stock. Once again, the quarterly median RTP's presented the best results (RTP of -0.0173129 and 0.00456 for repurchases and resells respectively). Frequency wise, there is an unlikely effect coming from an increase in own stock trading. Within our study, moderate and frequent traders were the ones obtaining better results while trading own stock. This is true when repurchasing and reselling. Overall, the best results came from moderate traders, which suggests that there although a higher frequency influences positively the market timing ability of firms, there is also a threshold where this ability decays with an increase in frequency.
Third, we focus on the seasonality of trades. We show that, for repurchases, results are more favourable between August and December. Regarding the resales sample, results are stronger in April and May. We also confirmed the previous findings (market, bailout and frequency) within a multivariate analysis framework.
The remaining of this paper is organized as follows. Section 2 describes the sample, the data-collection process and the calculation procedures. Section 3 presents and discusses the empirical results. Section 4 concludes.
Research Design
This section presents the data collection process, the calculation of the relative transaction price, the frequency classification criteria, and describes the sample.
Data collection
In order to study the ability to time the market when transacting own stock, we collected and individually analysed 821 disclosure documents, corresponding to a sample of 33 firms, containing data on own stock transactions from 2005 to March 2015.
These documents are made available by the CMVM on their website 3 and correspond to the original PDF form uploaded by the firm. Because the number of disclosing firms may vary each year, so does the number of firms present in our sample.
According to the CMVM regulation Section II of the n. º 5/2008 firms are required to disclose their own shares transactions (either repurchases or resells) when one of two thresholds is surpassed. The first threshold refers to the cumulative value of own shares transactions. The obligation arises when the corresponding value of such transactions adds up to 1% or successive multiples of the total nominal value of their shares (calculated since the last effective disclosure). The second threshold refers to market liquidity of the title. The obligation to disclose own shares transactions exists if in the same session, the transacted quantity goes beyond 0.05% of the listed shares transaction quantity.
Furthermore, there is a specific requirement accounting for the disclosure to held place within three days counting from the transaction date that surpassed one of the two thresholds above.
Because we work with data on a daily basis 4 , the items that occur within the same day were aggregated by calculating the weighted average daily trade price, separately for repurchase and resales in the open market, or over the counter.
Thus, the average daily transaction price, or trade price (TP), is calculated 5 using the following formula:
(1)
Where stands as the identifier of a specific transaction, buy or sell, within a day and market, open market or over-the-counter.
Because each firm discloses its own operations, disclosing documents may contain errors from human origin. To minimize this bias, we apply several filters to the data. These filters checked for outbound price variations within each disclosure, incoherence between disclosure date and operation date within the disclosure, and mismatches between operation dates and dates where the market was open for transactions.
Also, because the reported documents contain historical values (prevailing at the time of the own stock transactions), the reported information is unadjusted to any capital event. To overcome this problem, we adjust the relevant price and volume information from the reported documents, to every capital change event with an adjustment factor different from zero, in the Thomson Reuters Eikon database. By doing so, we had a robust sample to compare with benchmarks produced with fully adjusted price and volume data, also from Thomson Reuters Eikon database.
Relative transaction price and frequency status
The Relative Transaction Prices (RTP) compares the average repurchase prices (average resale price) paid (received) by a firm during a specific period of time, the trade price (TP), and a chosen benchmark, the benchmark price (BP). We use the daily period to compute trade prices and 5-day, 22-day and 66-day length windows to compute the benchmark prices.
The sign of the relative transaction prices allows for an evaluation of the trading performance of firms, when buying or selling own stock in the context of this paper, in relation to other traders. A neutral performance is shown when the trade price (or average trade price) is insignificantly different from the benchmark price.
If the difference between the average trade price and the benchmark price is negative (positive) and statically significant, then we have evidence that firms are performing better than the other traders repurchasing (reselling) own stock, and thus are able to time the market. Specifically, inspired by Dittmar and Field (2015) , we computed a set of event-centred benchmark prices (BP) using the following equation:
Where a,b = ±5, ±22, or ±66 and corresponds to the day counter of the relevant estimation window. We use three windows: centered weekly window, a = -5 to b = +5; centered monthly window, a = -22 to b = +22; and, centered quarterly window, a = -66 to b = +66. 6
The use of event centered estimation windows allows for the identification of local minima or local maxima in the series of market prices, thus taking into account into account not only the historical performance of prices but also its future expectations.
Specifically, we compute the relative transaction prices as follows:
Where the , corresponds to the specific transaction day average price (see equation 1) and the ℎ − corresponds to the average close price in one of the previously calculated benchmarks (see equation 2).
To better understand the timing skills of firms, we also calculated forward looking relative transaction prices by dropping the minus part of the centered estimation window for the benchmark prices. Specifically, we use the following equation:
Where the ( ) , corresponds to the specific transaction day average price (see equation 1) and the ℎ 0− corresponds to the average close price in one of the benchmarks weekly, 0 to +5, monthly, 0 to +22, and quarterly, 0 to +66. Also, variation of trading activity across firms and over time, is an issue that we expected to find, and thus influencing traders timing skills. Different firms with different trading frequencies may attain different results when trading own stock, and although one may think of a small own stock trading frequency to be associated with lack of experience, thus a lower capacity of market timing, one may also believe that the market can learn the pattern of a firm with a very high own stock trading frequency reducing the market timing capabilities. Adding to this, trading very frequently reduces the available market timing windows due to simple time constrains. Thus, there are pros and cons of trading at a given frequency.
For this reason, to classify the frequency status of each firm, we look at the typical trading days per year (255 days) in the Portuguese market (Euronext Lisbon) and, each year, we classify a firm as a frequent trader, a moderate trader or an infrequent trader.
In a given year, a frequent trader is a firm that in that year trades in more than 15% of the typical year trading days. Likewise, in a given year, a moderate trader is a firm that trades in more than 5% of the typical year trading days but in less than 15% of the typical year trading days. Finally, in a given year, an infrequent trader is a firm that trades in less than 5% of the typical years trading days. 7 Table 1 presents a description of our sample. We ended up with 3740 aggregated daily observations, regarding four distinct types of transactions. Thus, our sample has data on 2839 repurchase transactions from which 2730 took place on the open market and 109 over the counter.
Sample description
Regarding the resales transactions, we account for 899 total transactions from which 591 were made on the open market and 308 over the counter. It also presents the number of firms that traded in each year and the % distribution of firms classified as Infrequent, moderate and frequent by each year. This classification is based on the daily transaction count over the total transaction days available in each year. Firms that transacted in less than 5 % of all available transaction days are considered infrequent traders, the ones that transacted in between 5% and 15% of the total available transition days are considered moderate traders, and finally the ones that transacted in more than 15% of all the transaction days are considered frequent traders. Table 1 also presents the firms' frequency distribution as a percentage of the total firms that traded in each year of the sample. Here we notice that globally, we have a larger group of infrequent traders, followed by the moderate and at last the frequent traders group. Curiously, 2012 was the only year where we did not have a larger group of infrequent traders within the sample. In this year the moderate group accounted for more than 54% of the total trading firms.
Furthermore, table 1 also shows us that total firm trading day events 8 is relatively high in all sample years except in 2013 where it only reaches 52.
Empirical results and discussion
In this section, we present the results or each one of our analysis. Firstly, at an aggregate level, secondly the subsample analysis, and thirdly the seasonality results. Table 2 show that, both the repurchase and resell samples did not follow a normal distribution. Therefore, these results support our decision of using medians instead of averages as a measure for comparing performance throughout the remaining of this work. Panel A1 of Table 2 present the results for the centered benchmarks and repurchasing activity. On the aggregate, the results show that regarding the repurchase activity, we find negative median RTP's and therefore proof of market timing capabilities when it comes to repurchasing own stock. The price firms paid for transaction when compared to other traders was indeed smaller. This is true for all benchmarks quarterly, monthly and weekly. Here, the quarterly median RTP presented the most negative result (RTP = -0.0121296), suggesting better market timing skills at the longest benchmark time period, rather than at the shortest benchmarking period. At the aggregate, this result goes hand in hand with what was previously found by Dittmar and Field (2015) regarding the repurchase activity.
Aggregate Results
Panel A2 of Table 2 present the results for the centered benchmarks and reselling activity. With the exception of the short-term window non-significant positive RTP, the other RTP are negative. On the reselling activity, negative RTP show that, on the aggregate, firms have been reselling their stock at a relatively lower price when compared to other traders on the market. Thus, showing no market timing capabilities. When trying to benchmark our results with the related literature, we noticed that there are no studies focusing on reselling activity using our approach to measure market timing skills. Thus, no comparison is possible.
We also questioned ourselves on the forecasting skills of firms while trading own stock. Panel B1 of Table 2 presents the results concerning the forward looking benchmarks and repurchasing activity. The results show that only in the shortest term, that is in the week following the event day, firms can anticipate market upturns. The only statically significant negative is RT= 0to5. Panel B2 of Table 2 presents the results concerning the forward looking benchmarks and reselling activity. The statistical insignificance of the median RTP and the negative sign, suggest that, on the aggregate, firms have no forecasting skills at all benchmarks periods when deciding to resell own stock. In what concerns the repurchase activity, this is similar to Dittmar and Field (2015) where the authors show that the ability to time the market is limited to short horizons.
Within this first set of results, we find that firms, while repurchasing can time the market, and that this result is valid using centered or forward looking RTP's. The same cannot be concluded regarding the reselling activity. However, not all firms trade the same way. Thus, further analysis is necessary.
Overall, and not accounting for applied methodologies, our results support the findings of Ikenberry, Lakonishok and Vermaelen (1995) , Stephens and Weishbach (1998) , Ikenberry, Lakonishok and Vermaelen (2000) , Chan Ikenberry and Lee (2004) and Bonaimé and Ryngaert (2013) , when focusing on the performance of repurchasing.
Subsample analysis
First, we test for differences between own stock market timing in the open market and over the counter, either for repurchases as well as resells.
Panel A of Table 3 presents the results for repurchases. Concerning timing repurchases, no statistical significant differences are find between markets. However, median RTP are negative in the open market and negative or indistinguishable from zero over the counter, suggesting higher timing performance when trading in the organized exchange. Table 4 presents the results for repurchases. All median RTP's (weekly, monthly and quarterly) display a negative signal and are individual statistically significant, which can be considered evidence of market timing capabilities of firms both previously and after the bailout. However, when we compare the RTP's from both subsamples, we notice that after the bailout the RTP's were negatively stronger (except for the short term window), meaning that the firms did, in fact, obtained better results while repurchasing stock after the bailout. In the short term, the period after the bailout yielded economically more interesting timing results, but statistically indifferent from the previous period. This table shows the forward looking RTPs for both repurchases and Resells during the pre-bailout period and after the bailout period. Panel A refers to repurchases operations and Panel B refers to reselling operations. RTP stands for Relative Transaction Price and -5 to 5, -22 to 22, -66 to 66, stands for the time interval of the benchmark used in the calculation giving us centered relative transaction prices. Pre-bailout ends in April 2011. W columns refer to the two sample Wilcoxon rank-sum test for crossed sample statistical significance (pre bailout vs pos bailout). We also present the results for the Wilcoxon signed rank test for individual statistical significance of medians. P-values are presented in italics. ***,** and * show statistical significance at a level of 1, 5 and 10% respectively. Table 4 presents the results for the reselling activity. Previously to the bailout, firms do not show any skills in timing the market. This is shown by the negative RTP's for all the benchmarked periods. However, after the bailout, the quarterly RTP (which is the only result showing statistical significance), presents a positive value (0.00156) and therefore shows market-timing abilities while reselling own stock.
Panel B of
Overall, the post-bailout period proved to be when firms obtained better results while trading own stock, both repurchasing and reselling.
Finally, we compare market-timing performance across the frequency status classification of trading firms: infrequent, moderate or frequent trading groups.
Panel A of Table 5 presents the results for repurchases. It is noticeable that all median RTP's show a negative sign, suggesting market timing skills of firms in all categories of trading frequency. However, statistically robust results are find only for the infrequent and moderate groups and at the long-term window for the frequent group. Moreover, economically, results are stronger for the moderate group (median RTP more negative). Median RTP's in the moderate group take the minimum (negative) value of -0.0030655 and the maximum (negative) value of -0.0224125 in the weekly and quarterly RTP's respectively. On the other groups, both infrequent and frequent, the trend is also the same. Best results are shown by the quarterly RTP and less satisfactory results by the weekly RTP. This table shows the forward looking RTPs for both repurchases and Resells for different groups of firms classified according to the frequency of own stock trading. Panel A refers to repurchases operations and Panel B refers to reselling operations. RTP stands for Relative Transaction Price and -5 to 5, -22 to 22, -66 to 66, stands for the time interval of the benchmark used in the calculation giving us centered relative transaction prices. In a given year, a firm is classified as frequent (infrequent) if she trades in in more than (less than) 15% (5%) of the typical year trading days. A firm is classified moderate if she trades in more (less) than 5% (15%) of the typical year trading days. W columns refer to the two sample Wilcoxon rank-sum test for crossed sample statistical significance (frequent vs infrequent). We also present the results for the Wilcoxon signed rank test for individual statistical significance of medians. P-values are presented in italics. ***,** and * show statistical significance at a level of 1, 5 and 10% respectively. Table 5 presents the results for the reselling activity. Only moderate firms seem to show market timing capabilities (statistical significant positive median RTP), and at the weekly (median RTP = 0.0047086) and monthly (median RTP = 0.0131428) benchmarking periods.
Differently to Dittmar and Field (2015) , where less frequent firms were the one obtaining lower prices when repurchasing, our results suggest that although a higher frequency as a positive impact on the market timing skills of firms while trading own stock, this effect is only valid when the initial frequency is very low. After a moderate threshold, an increase on the trading frequency seems to have a contrary effect, decreasing the firm's ability to time the market.
No other study was found regarding the market where the transaction is made, the bailout effect or even the activity frequency.
Seasonality
In this section, we look at seasonal effects on the distribution of median RTPs. Are there better months for timing the market? That is, do firms achieve different results conditional on the month of trading? If so, we collect evidence on seasonality on market timing skills.
For this, we estimate by OLS, separately for repurchases and resells, a pooled regression on the medians using the RTP's as dependent variables and monthly dummy as independent variables. We also used three additional variables to control for the previously identified effects: one dummy for transactions made OTC; another dummy for transactions made after the bailout; and two dummy variables accounting for frequent traders and infrequent ones.
To deal with collinearity present by including all monthly dummies in the model, we decided to drop July from the analysis due to its lower number of observations and thus reducing the loss of data. The model equation is as follows: -is the coefficient coming from the respective regressor; the monthly regressors are dummy variables which take the value 1 if the trade is made on the specific month and 0 otherwise; Afterbailout is a dummy variable turning 1 if the transaction is made after the bailout; Frequent is a dummy variable turning 1 if the transaction is made by firms which are classified as frequent traders and 0 otherwise; Infrequent is a dummy variable turning 1 if the transaction is made by firms which are classified as infrequent and 0 otherwise and; OTC is a dummy variable turning 1 if the transaction is made over the counter.
Increases in the market timing capabilities are measured in negative (positive) impacts on the repurchase (resell) related RTP's. Table 6 presents the results. We notice that, for repurchases, and although scattered, results are more favourable between August and December, thus, through these month firms show higher capabilities of timing the market. Our regression coefficient proved more powerful within these months (a higher negative value) and present higher levels of statistical significance. This table presents in Panel A (Panel B) the median regressions for the repurchase (resell) operations over the dummy variables for each month within the sample. At the sample level the month of July was chosen as to drop variable due to its smaller number of observation, thus avoiding collinearity in the regression. The aim of the estimation is to find seasonality evidence. RTP stands for Relative Transaction Price and -5 to 5, -22 to 22, -66 to 66, 0 to 5, 0 to 22, 0 to 66, stands for the time interval of the benchmark used in the calculation giving us forward looking relative transaction prices. Heteroskedasticity and autocorrelation robust standard errors are used. ***,** and * show statistical significance at a level of 1, 5 and 10% respectively.
Regarding the resales sample, results are less concluding. However, April and May do show strong results when looking at the quarterly RTP regression.
Also, results confirm our previous conclusion on what concern the market, bailout, frequent and infrequent classifications.
For the statistical significant coefficients, we show that over the counter transactions have a negative impact on the market timing ability of firms while reselling own stock, the bailout positively impacts on the firm's ability to time the market in both types of operations, and an increase (decrease) large enough to change the moderate threshold regarding the frequency of trading negatively impacts the market timing capabilities of firms when trading own stock. Once again, increases on market timing capabilities are given by negative coefficients when reading the repurchase median RTP's regressions results and positive ones when reading the reselling median RTP's regressions results.
Conclusions
The present study uses a relative transaction price approach to study a never used sample of trading data comprising both repurchase and reselling operations, as well as transactions made on the open market as well as over the counter.
Our dataset comprises 37997 individual own stock transactions made by Portuguese firms, between 2005 and 2015.
On the aggregate, we find that firms are, in fact, capable of market timing, although at first, this result is true only for repurchase operations. Additionally, firms also showed forecasting capabilities when it comes to repurchasing own stock.
Concerning the market chosen for trading, results show that firms proved to be able to time the market through repurchasing operations both on the open market and over the counter and through reselling on the open market also. Focusing on the bailout effect, we found that after the bailout firms obtained better results while both repurchasing and reselling own stock. Moreover, when we focused our attention to the frequency of trades, we found that moderate traders were the ones obtaining better results while trading own stock. This is true when repurchasing and reselling. It seems to exist an increase of market timing capabilities with an increase in the frequency of trading but only until a certain point, from which afterwards the effect is the contrary and reduced the market timing capabilities of firms. These results also corroborate in a multivariate setting.
At last, our analysis of seasonality, suggests that August and December are months more favourable for repurchasing, while April and May are months more favourable for reselling own stock.
These results suggest an opportunistic behaviour by firms when trading both in the open market as well as over the counter, thus, this is a direct contribute to the own stock transactions literature. Moreover, we also contribute by showing that, repurchasing and reselling are found to be an efficient tool for timing the market individually, that the frequency of trading is indeed a factor to account for while attempting to time the market while trading own stock, and that firms do perform better in different periods of time within the year, depending if repurchasing or reselling.
At last, we also help on the Portuguese bailout literature by showing that, indeed, after the bailout firms performed better while trading own stock.
For future studies, we aim to explain the previous results using focus on the daily effects of trading own stock (day trading) we also aim to identify which firm specific characteristics explain market timing skills. Could it be a corporate governance failure?
